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A financial analyst participates in the provision of a certain set of information
commonly used by senior managers.  Applications of information typically include
budgeting, cost accounting, case mix management, basic productivity analysis and
more. These applications of financial information are often interactive and
interdependent, providing greater value when coordinated in an integrated decision-
making environment.  Typically, one or more analysts are involved in the process.  In
the Ukraine, these individuals are usually the Hospital Economist, Accountant, Senior
Deputies, and/or Head Doctor.

The primary role of the analyst is to help to insure accurate and reliable data and
analytical methods are being employed in the analysis.  In this regard,  the role of an
analyst supports both vertical and horizontal support for decision-making.  Vertical
support can be characterized as offering decision-support to a region or state health
authority.  (see diagrams 1.1.A below)  Vertical support also means the ability to
provide decision-support within an entity such as between senior and junior
management. (see diagram 1.1.B)

Horizontal support can be characterized as functional-based, where individual
departments, clinicians, or functional areas are compared across the institution.
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C.  Common Subject Areas and Uses of Information

The following sections outline some common health care management subject areas
where applications of financial information typically occur.  Each subject presents the
role of the analyst in using financial information.20

Funding Analysis

The analysis of actual costs versus available funding is an important step in
understanding the optimum use of
limited funds.  As such, financial
information in concert with statistical
data can provide sufficient information
to facilitate resource allocation
decisions. While the terms and timing of
funding can often be diverse and
complex, the role of the economist is to
support the modeling and analysis of
various funding scenarios.  This holds
significant planning and resource
management value to decision-makers.  Methods for such analysis might include:

�� Creation potential funding scenarios
�� Comparison of funding scenarios
�� Observation and determination of adverse and positive funding trends

given the expenditure of costs
�� Determination of actual and prospective cost-reimbursement with

resulting variance reporting

Budgeting
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Financial information can facilitate forecasts of financial performance and provide
measures of that performance
against ongoing results.  This
supports effective fiscal
management.  Here, financial
information helps to identify
financial threats and opportunities
that are on the near horizon.  Using
past performance as a learning
guide, analysts typically present
historical information to support
proposed and periodic budget cycles.  In this regard, it is not uncommon to have
numerous iterations of possible budgetary alternatives, as well as a need to analyze
those alternatives under different perspectives.  As such, an economist commonly:

�� Reviews historical data and is capable of applying this historical
information to better define likely prospective budget forecasts.

�� Frequently provides these forecasts in a number of different formats
such as  fixed, flexible and product line budgets.

�� Focuses on certain types of accounting costs such as labor which
typically consumes a great deal of total financial resources

�� Encourages diverse and flexible variance reporting and analysis
schemes that promote ongoing budget management.

Financial information also supports the preparation of and analysis of capital budgets.
Here, acquisition and divestment of buildings and equipment as well as funds for
renovation are organized, modeled and maintained. The capital budgeting function
identifies the timing, depreciation, cash-flow, residual values and on-hand capital
listings of needed assets to the typical health care organization.  Without these assets,
there would be minimal capacity to deliver health care.  Thus, the role of the analyst in
optimizing this functional area of management is key.

Productivity Management & Cost Control

Financial information can support the analysis, evaluation, modeling and reporting of
the ratio and relationship between the goods and services produced (outputs) and the
factors (inputs) that have contributed to production.  Usually these factors of
performance are expressed in terms of outputs such as hours per patient, minutes per
treatment, meals per hour, tests per shift,  and so on.

A fundamental objective of the productivity function is to identify changes, whether
desired or retrospective performance evaluations, that should- or need- or did occur
over time.  By identifying, reporting, and evaluating other variables that impact on
productivity performance in utilizing resources, financial information can play an
important role in optimizing productivity.  For example, assessing the effect of
emergency room admissions on the department of surgery productivity levels.
Common uses of financial information would include:
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�� The calculation of productivity performance indicators
�� The measurement and reporting of productivity measures
�� The recognition or identification of  a variable's(s) effect upon output

measures
�� The production of usable, clear, and concise reports for use by

operational personnel in their effort to manage productivity
�� The tracking and monitoring of  trends of productivity measures

including any changes (upward or downward) of inputs or other
intervening variables.
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Strategic Planning

Strategic planning is the accomplishment of examining alternative ways of achieving
an objective and providing an estimate of the resources required to accomplish that
objective.  Additionally, strategic planning provides a reference for measuring how
much has been done to accomplish the objective. (monitoring performance)

Forecasting and strategic planning are not equivalent.  Forecasting is the prediction of
future events (budgeting) while strategic planning is the determination of actions or
events that can be decided now or in the near future.  Thus, the ability of forecasting to
support strategic planning is a frequent challenge for analysts.  Analyst support is
commonly accomplished within the budgeting .  For example, the decision to accept or
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reject a funding source is strategic in nature but would most likely require a forecast of
predicted financial and operational outcomes.

Examples of typical applications of information in a strategic decision-making
environment would include
the determination and
evaluation of investment
decisions including capital,
operational, service,
affiliation, consolidation, and
other decisions.  Likewise, a
range of divestment decisions
are common including closing
facilities and selling or disposing of obsolete equipment, closing operational segments,
reducing services or redefining the scope of health activities.

Community Health Management

An important aspect for most health care organizations is the to support community
health management including the analysis, management and operations of such
activities as preventive medicine, public health education programs and an integrated
analysis of inter- and intra-organization referrals.  In addition, community health
management includes the ability to review key health population concerns for the
improved management structures.  Here, the role of economist along with the required
clinical personnel is indispensable in finding more optimum scenarios for managing
limited resources.

Case Management

Three levels of case management can be defined.

"Generic case management" is defined as a multi-disciplinary team typically
composed of a doctor(s), resident(s), nurse manager, social worker, and other ancillary
team members (physical therapist, dietary consultant) who hold "rounds". The focus of
these rounds is the efficacious determination and expeditious delivery of patient care,
treatment, and testing.  Expected length of stays,  planned protocols of care, and
anticipated impediments are routinely discussed and reviewed.  Financial information
can add insight into the costs, available budgets, and the operational impact for
selecting alternative courses and protocols of care.  By no means does the financial
information seek to replace or criticize clinical decision-making.

"Utilization review/utilization management (UR/UM) case management" employs the
management staff in the role of case "expediters".  Here, nurse managers, social
workers and clinicians acting as planners work in close cooperation with the UM/UR
staff in a team approach to case management. Key functions of this team involve the
identification of the appropriateness of hospital admission, the monitoring of hospital-
specific clinical guidelines, the following of state guidelines as well as
hospital/provider specific resource use guidelines. Examples of resource monitoring
would be the identification of treatment delays that may impact length of stay.
Typically UR/UM case management involves concurrent and retrospective reviews
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involving reviews of up to 100% of a given patient type.  Financial and operational
information when supplemented with clinical information can add great value to this
decision-making area through:

�� Identification of the operational and cost impact of selected admission types
�� The retrospective monitoring of hospital specific guidelines and other

protocols of care to determine cost efficiency and consistency of care given
variations in the treatment patterns

�� The monitoring of key funding and reimbursement guidelines or plans
�� The monitoring of hospital resource utilization and consumption

"Clinical case management" is diagnosis based case management designed to
coordinate, expedite and advocate care, especially care of complex illness across
settings including beyond acute care environments.  Attributes of clinical case
management focus on  the attainment of measurable clinical or pathologic outcomes.
As such, the role of financial data is normally rather limited in this area.

*��������
��
���������
��	��������������������	������
�����
���;<---���� �#
�=

��#��� ���

�����������

C
�����$ D����0��

�����#��


���

&�3�"�����

#���
���

����������

#���
���

�����

D����0��

����

�����

&�3�"

����

����������

6����������� .�9):� ���#E*55 ���/"*55 ���.55*55 ���#E*55 ���/"*55 ���.55*55

������������ D���%� ���..5*55 ���#/*55 ���.//*55 ���DD5*55 ���#/*55 ���E./*55

���� ��$ ���!E*55 ���.1*55 ���/D*55 ���!E*55 ���.1*55 ���/D*55

������3���$ .��K� ���."*55 ���E*55 ���"5*55 ���."*55 ���E*55 ���"5*55

E�0�/���"����� .��K� ���#*55 ���!*/5 ���D*/5 ���#*55 ���!*/5 ���D*/5

����������� ���E/*55 ���//*55 ���.#5*55 ���E/*55 ���//*55 ���.#5*55

�������� ���� ". ���.*!5 ���.*"5 ���"*/5 ���"D*!5 ���.*"5 ���"E*/5

E���� D���,� ���5*25 ���5*/5 ���.*.5 ���#*" ���5*/5 ���#*D5

6�� ��������� .�,��- ���D*55 ���!*55 ���.5*55 ���D*55 ���!*55 ���.5*55

����� ���.0.E"*D

5

Service Line Management

The management of service lines is a typical application of financial information for
those institutions organized around groups of services such as gynecological services,
orthopedic services, etc.  A service line management capability allows a facility to
view the organization from multiple management perspectives.  Assessment of quality,
financial performance, operations, resource utilization and other measures are key
functional aspects of service line management.

Analyzing alternative resource consumption profiles within service lines is a typical
use of financial information.  This analysis frequently occurs across departmental
perspectives.
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The diagram below illustrates service line management.  In the diagram, Orthopedics,
OB/Gynecology represent clinical service lines on one axis of the cube.  Radiology,
the laboratory, the pharmacy, etc., represent the departments that supports these
service lines.  Payor 1,2,3, etc. represents the funding sources.  These could be
Municipal Authorities, Oblast Authorities, Aid, etc.

The diagram illustrates the
role in which financial
information plays in
providing useful information
evaluating service lines.  As
an example, the utilization of
resources by  the orthopedic
service lines among the
departments can vary
compared to the
Ob/Gynecology area.  By
understanding these
variations, increases or

decreases in selected services levels can be evaluated for their cost impact on
operations.  The financial and operational impact of expanding the OB/Gyn area as
opposed to the expansion of the Orthopedic area can be better evaluated.
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Financial and Administrative Management Clinical Management

 Funding Management Utilization Analysis
 Cost Management Patient Focused Care

Employee Management Episode of Care Analysis
Key Operational Indicators Clinical Benchmarking

Scheduling Severity management
General Financial Management Clinical Quality and Care Process

Improvement
Budget Population Health Management

Performance Management Physician Profiling
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